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AGRICULTURE, DEPARTMENT OF
Revision and Codification of REA Policies Concerning Audits of REA Borrowers is the
title of a notice of a proposed rule by the Rural Electrification Administration
(REA), U.S. Department of Agriculture (see the 1/23/85 Fed. Reg., pp. 3290-302).
The announcement stated, "Within the last two years, REA has increased its reli
ance on the audit work performed by independent certified public accountants
(CPAs) and upon information contained in CPAs’ workpapers.
In keeping with this
effort to rely more on independent CPAs, a rule is being proposed to provide
CPAs with more detail on audit procedures and documentation required by REA.
Additionally, a revision is being proposed to the existing audit policy that will
require REA borrowers to select a CPA who belongs to, or agrees to belong to,
an approved peer review program after 12/31/85. The rule will affect all present
and future REA electric and telephone borrowers." The announcement further stated
that "one of the most significant recent developments in the public accounting
profession has been the emergence of independent peer reviews of a firm's quality
control procedures and workpapers by other CPAs or other CPA firms." According
to REA statistics, 104 of the 538 CPA firms auditing REA borrowers participate
in the AICPA peer review program. Public comment must be received not later than
3/25/85. For further information contact Roland Heard at 202/382-8227.

FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Each branch or agency of a foreign bank domiciled in the 50 states of the U.S. and the
District of Columbia with direct claims on foreign residents in excess of $30
million or more, will be required to file a new quarterly report, according to a
proposed rule by the Federal Financial Institutions Examination Council (see the
1/18/85 Fed. Reg., pp. 2722-23). The FFEIC is seeking public comment on a proposed
new quarterly report to collect information on significant foreign country expo
sures of U.S. branches and agencies of foreign banks. The proposed form, FFEIC
019, would provide information needed by the Comptroller of the Currency, the FDIC
and the Federal Reserve System. Similar reporting is already required of U.S.
banks. Comments must be received on or before 4/18/85. For further information
contact William Ryback at 202/447-0413.

LABOR, DEPARTMENT OF
Proposed regulations which seek to provide a limited exemption from the reporting and
disclosure requirements of ERISA have recently been issued by the Office of Pen
sion and Welfare Benefit Programs (see the 1/24/85 Fed. Reg., pp. 3362-65). Addi
tionally, proposed is an alternative method of annual reporting of investments in
certain entities whose assets would be deemed to be plan assets. Under the propos
al a plan administrator need not include in the plan's annual report information
regarding the underlying assets and individual transaction of the entity.
Instead,
the administrator need only report the value of the plan's investment or units of
participation in the entity. As a condition for using this alternative, certain
information must be filed directly with the Secretary no later than the date on
which the plan's annual report is due. Included in this information is: a state
ment of assets and liabilities of the entity; a statement of income and expenses
of the entity; schedules of assets held for investment (including acquisitions and
dispositions), leases and obligations in default, and compensation paid by the
entity for services, and; a report of an independent qualified public accountant
with respect to the statements and schedules. Further, the proposal limits the
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availability of the alternative method to those cases where the entity holds the
assets of two or more plans which are not members of a "related group" of employee
benefit plans. The proposed regulation establishes two tests for determining
whether an employee benefit plan is "related" to another employee benefit plan.
Comments are requested by 3/25/85. For additional information contact George
Holmes at 202/523-8515.

TREASURY, DEPARTMENT OF
Taxpayers who have been unable to obtain the 1/85 revision to Form 1045, Application
for Tentative Refund have been offered guidance by the IRS (IR-85-5). Any revi
sion of Form 1045 will be accepted. However, if applicable, the following must
be attached: For individual taxpayers, pp. 1 and 2 of Form 1040 for the year of
the loss or credit from which the carryback results; the Schedules K-l from any
partnership, S corporation, estate, or trust for the year of the loss or credit;
a copy of the application for extension of time to file your income tax return
for the year of the loss or credit; copies of Form 8271, Investor Reporting of
Tax Shelter Registration Number, attached to your Form 1040 for the year of the
loss or unused credit; copies of the appropriate credit forms for the year the
unused credit arose if this application is based on a credit carryback; or copies
of forms or schedules for items refigured in the carryback years. According to
the IRS, any Form 1045 filed and postmarked on or after 1/27/85 will be returned
for the attachments. The 1/85 revision will be available 2/18/85. For further
information contact the IRS Public Affairs Office at 202/566-4024.

Straddles and section 1256 contracts under the Economic Recovery Tax Act of 1981, the
Technical Corrections Act of 1982, and the Tax Reform Act of 1984, are the subjects
of temporary regulations issued by the IRS (see the 1/24/85 Fed. Reg., pp. 3317-24)
This document contains temporary income tax regulations relating to the general
loss deferral rule under section 1092(a), the application of rules similar to sec
tions 1091 (a) and (d) and sections 1233 (b) and (d) to straddles under section
1092 (b), and the elections under sections 102 (g) and (h) of the Tax Reform Act of
1984 (Act) for section 1256 contracts held on or before July 18, 1984. These amend
ments reflect section 501 of the Economic Recovery Tax Act of 1981 (Pub. L. 97-34;
95 Stat. 323) , section 105 of the Technical Corrections Act of 1982 (Pub. L. 97-448
96 Stat. 2384) , and sections 102 and 103 of the Act (Pub. L. 98-369; 98 Stat. 620).
The temporary regulations contained in this document will remain in effect until
superseded by final regulations on this subject. Additional issues arising under
these provisions and other issues under sections 263(g), 1092, and 1256 will be
dealt with in another regulation project. For further information contact Neil
Zyskind at 202/566-3287.

SPECIAL: SENATE BILL SEEKS TO RESTRICT "GREENMAIL"

Legislation to restrict the practice in corporate takeovers where management pays a
premium price to repurchase its shares to prevent a "hostile takeover" was intro
duced by Sen. Don W. Riegle (D-MI) on 1/23/85. S. 286, "A bill to Amend the Secur
ities and Exchange Act with Respect to Greenmail" would prohibit the purchase by
a company of its own shares at a price above the existing market price from any
person who holds more than 3 percent of the shares and has held them less than two
years, unless the shareholders of the company agree. According to Sen. Riegle's
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office, the SEC and the SEC Advisory Panel on Tender Offers support "curbing the
practice of greenmail" and the language in S. 286. The bill has been referred to
the Senate Committee on Banking, Housing and Urban Affairs. No hearings have yet
been scheduled.

SPECIAL: BILLS SEEK TO REPEAL SOME SUBSTANTIATION REQUIREMENTS
Substantiation requirements of section 274(d) of the Internal Revenue Code for passen
ger automobiles and other transportation property will be met when the taxpayer
provides substantial evidence "other than contemporaneous records", according to
the provisions of a bill introduced by Sen. John Heinz (R-PA) on 1/22/85. S.260,
with bipartisan support: from 26 additional Senators was referred to the Senate
Finance Committee and seeks to "return to the criteria in operation prior to the
Deficit Reduction Act." According to Sen. Heinz, the IRS "has recently interpret
ed the contemporaneous records provision to require that a detailed log be kept
of all business use of the vehicle, or no deduction or credits would be allowed."
He continued, "A daily journal of all business use goes beyond what is reasonable
to justify a deduction.
I believe that the easiest way to take care of the prob
lem is to return to prior law, which is exactly what this bill does." Sen. Heinz
emphasized that his bill "does not repeal the contemporaneous recordkeeping re
quirements for airplanes, boats, computers, or other personal property used in
a trade or business." Sen. Heinz also stated that "the Deficit Reduction Act of
1984 imposed a duty upon CPAs and accountants to notify their clients of this pro
vision. Well, they did a good job because I am hearing from my constituents."
S. 26Q also repeals the new fine of $25 on tax return preparers "that was put in
the law to go along with the new recordkeeping requirements."
In a related matter, Rep. Beryl Anthony, Jr. (D-AK) introduced a similar bill
which was co-sponsored by 32 House Members, on 1/21/85. Rep. Anthony stated that
his bill, H.R. 531, will repeal Section 179(b) of the Tax Reform Act: "My measure
is a simple repeal of both the recordkeeping requirements and the tax preparer
penalty." H.R. 531 was referred to the House Ways and Means Committee.

For additional information, please contact Stephanie McCarthy, Gina Rosasco,
or Nick Nichols at 202/872-8190.
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